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The Cost of Sustainability 

Hi, Emily Field Here. We are here today with a beautiful view of the City of London as we continue our theme of looking into the sustainability leadership challenges businesses are facing in today’s world. Today our topic is the cost of sustainability.

So, how can we as businesses remove the premium prices that come with sustainable products? and what needs to happen beyond business to enable this to happen? 

Today we are going look at zero waste e-tailer Good Club. Good Club are redesigning grocery shopping by eliminating single-use plastic with its zero-waste return and reusable shopping service. 

One key issue Good Club face is the balancing act of pricing products, all while maintaining a healthy margin which holds the interest of investors, for the future success of both the business and the ambition to eliminate single-use plastic. 

Gnige et al. 2004 point out providing affordable groceries for mainstream consumers with very little buying power as a start-up is a difficult task.

To make a significant contribution to the SDG’s Good Club needs to focus on gaining a large proportion of the UK grocery shopping market share, to do this Good Club needs to be affordable for the mainstream thry cannot afford to price out consumers, leaving them to fall back into the arms of cheaper, more unethical brands. 

A blog by Curiously Conscious 2020 finds three main reasons why sustainable alternatives cost more. 

Firstly, the high costs ethical manufacturers are experiencing through fairer wages, well sourced, quality materials, often with much lower demand than cheap mass-produced materials, and many brands invest in verification from certifications such as B Corp. 

Secondly, items are generally manufactured and designed at a higher standard, that is to say they are not produced from high-output, throw away mechanisms that we are used too. And finally, the market opportunity attracts greenwashing which unhelpfully inflates pricing. 

Whilst it is reported that consumers are willing to pay for green products - supported by Kearney’s 2022 survey which estimates that 70% of consumers are willing to pay up to 10% more for green products, with another 15% willing to pay 30% more - These surveys leave many sceptical of the authenticity of survey respondents, particularly, as Carrington et al. (2010) find, when consumer morals are put to the test at the point of sale. Supporting this Johnstone and Tan (2014) found a disparity between customers saying yes to green products in a survey and actually putting their choice into practise. 

As identified by Schuitema and Groot (2014) instead of charging premium prices for sustainable products, we need to reduce the pricing difference between regular and green products. 

[SHA-NARD] Chouinard et al. 2011 recognise that we are beginning to see a shift whereby prices are being calculated by many things that had previously been deemed priceless, they explain that value chain indices are shifting a new mindset in the perception of cost, more importantly perhaps is the shift in the negative perception of low costs. 

If Good Club can ride the wave of the initial higher costs of production, it is likely to feel the benefits in the long-term, when demand enables a growth in volume and a reduction in costs just as the circularity of the model begins to pay itself back.  

Aviva 2015 recognise the importance of ensuring that price mechanisms must promote sustainable development, in order to ensure that unsustainable business finds it hard to attract capital. 

As Chouinard et al. 2011 explain a higher cost to planet does not translate to higher prices to customer. It should no longer be cheaper to buy the product that has a worse impact on the environment than its less harmful equivalent.  So, How can we reduce the gap between ethically sourced and produced goods, and unsustainable goods? 

As the Network for Business Sustainability (2020) point out government plays a critical role in demanding action from businesses, and therefore seeing systems-wide change. 

Chouinard et al. 2011 explain that governments need to support the financial system to provide assurance that investing in the most responsible companies is the most likely to succeed in revenue terms. We need governments to make the ethical choice, the easier and more affordable choice.  

Smith et al. 2017 highlight that capital investment must be incentivised to move beyond quarterly or annual measures, to be over decades. Further Aviva, 2015, find that policy-makers need to promote good investment standards, ensuring there is a chain of transparency across all stages of financial intermediaries - with investors at one end of the supply chain and the companies that capitalise at the other. 

Good Club has been fortunate enough to be supported by government-backed grants. Recently the UK government opened a project to invest up to £7million to companies that can illustrate innovation in addressing plastic-pollution. 

Though this is a great initiative to support companies that are seeking to solve global environmental issues. As explained on Gov.UK site, to apply for these grants you must be able to demonstrate growth to the UK economy… 

It is understandable that governments will want to invest in projects that seem the most prosperous economically, but by the nature of these grants requiring local growth, they are unsustainable. 

Governments should be supporting growth if it is directed beyond their local economies, rather in support of and making a difference to the Globally committed Sustainable Development Goals. The solution is global in its impact, and global in its need. 

The difficulty with this, as explained by the NBS 2020, our markets are global, but our governments are local, therefore establishing a level playing field is difficult when rules and regulations are set per country.

NBS 2020 Recognise that the most critical issue for business is not so much a single issue, but the complexity and interaction between different sustainability issues. 

If you’d like to learn more about these topics, please follow my channel by hitting the link in my bio. Thanks for tuning in, have a great day. 
